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1 . DURING DISCUSSION OF OTHER MATTERS WITH SHAH MORNING MARCH 
28, 1 ASKED WHETHER HE WAS FAMILIAR WITH PROBLEMS CURRENTLY 
AFFECTING GENERAL MOTORS. HE ANSWERED AFFIRMATIVELY AND FORCE- 
FULLY IN SUCH WAY AS TO MAKE CLEAR THAT HE WAS PERSONALLY CALLING 
THE SHOTS IN THIS EXERCISE. 

2. I THEN ASKED WHETHER HE SAW ANY VALUE IN HAVING GM PRESIDENT 
ESTES COME HERE FOR PERSONAL MEETING WITH HIM. AGAIN HE HAD 

HIS ANSWER IMMEDIATELY READY. ESTES WOULD BE WELCOME PROVIDED 
HE IS PREPARED TO BEGIN A REAL MANUFACTURING PROGRAM IN IRAN 
RATHER THAN A SIMPLE ASSEMBLING OPERATION. HE SAID CURRENT 
GM OPERATIONS RESULT IN CONSIDERABLE PROFITS TO VARIOUS GM 
SUBSIDIARIES, BUT DO NOTHING TO ADVANCE IRANIAN INDUSTRY OR 
TECHNOLOGY. 

3. SHAH WENT ON TO SAY THAT FORD, IN CONTRAST TO GM. WAS 
PREPARED ENTER INTO PROGRESSIVE MANUFACTURING ARRANGEMENT, 
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UNDER WHICH IRANIAN COMPENENTS WOULD BE INCREASINGLY 
MANUFACTURED HERE, WITH A TIMETABLE WHICH WOULD EVENTUALLY 
RESULT IN A PRODUCT TOTALLY MANUFACTURED IN THIS COUNTRY. 

HE EXPECTED, THEREFORE, TO BE ABLE TO ANNOUNCE AN AGREEMENT 
WITH FORD IN THE NEAR FUTURE. GM WOULD HAVE TO MATCH 
THIS UNDERTAKING IF IT WISHES TO STAY IN BUSINESS. 
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4. I SAID I WAS CONCERNED THAT FORCING GM OUT WOULD HAVE A 
VERY NEGATIVE EFFECT ON U.S. BUSINESS PERCEPTIONS OF THE 
INVESTMENT CLIMATE HERE. SHAH DISMISSED THIS. SAYING THAT 
ANY SUCH EFFECTS WOULD BE NEUTRALIZED BY ANNOUNCEMENT OF 
FOR WILLINGNESS TO INVEST HERE. 

5. ACTION REQUESTED: SUGGEST DEPT CONVEY GIST OF THIS 
CONVERSTATION TO GM OFFICIALS AND ASSURE THAT ESTES UNDERSTANDS 
CONDITIONS WHICH SHAH HAS STIPULATED WITH RESPECT TO HIS 
PROPOSED VIST TO IRAN. I AM INFORMING LOCAL GM MANAGING 
DIRECTOR OF THIS CONVERSATION AND STILL INTEND DISCUSS SUBJECT 
FURTHER WITH MINISTER OF INDUSTRIES. IN MEANTIME, IF ESTES 
INTENDS TO COME, HE SHOULD MAKE ARRANGEMENTS FOR AUDIENCE 
THROUGH ZAHEDI. 

SULLIVAN 
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